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U . S. CHARGES BROOKLYN RABBI | N SCHEME TO DI VERT FEDERAL
GRANT MONEY | NTENDED TO Al D DI SABLED PRESCHOOLERS

JAMVES B. COVEY, the United States Attorney for the
Southern District of New York, announced that Rabbi M LTON
BALKANY, a/k/al *“Yehoshua Bal kany,” was arrested today on charges
t hat he m sappropriated approxi mately $700, 000 in federal grant
noney.

According to a four-count Conplaint unseal ed today in
Manhatt an federal court, BALKANY, the President and Director of
Bai s Yaakov, a Jew sh day school |ocated at 1362 49'" Street in
Br ookl yn, applied for, in Novenber 1999, and | ater received a
$700, 000 Congressi onal “Econom c Devel oprment Initiative” grant
adm ni stered through the auspices of the United States Departnent
of Housing and Urban Devel oprment (“HUD").

According to the Conplaint, BALKANY represented to HUD

that the entire grant anount woul d be used to pay off a nortgage



on a building |ocated on the Bais Yaakov property for an entity
called “the Children’s Center of Brooklyn” to house educati onal
and therapeutic progranms for disabled preschool children.

According to the Conplaint, in Novenber 2001,

HUD auditors began a prelimnary investigation of a nunber of
“Econom c Devel opnent Initiative” grants that had been awarded in
t he New York netropolitan area, including the $700, 000
“Children’s Center” grant. In connection with the

i nvestigation, HUD auditors allegedly | earned that the
“Children’s Center” had failed to file any of the regul ar
progress reports required under HUD rul es and procedures.

When auditors interviewed BALKANY, he insisted the
funds had been used to convert a Bais Yaakov building into the
“Children’s Center” but he refused to provide the auditors with
access to the school’s books and records, according to the
Conpl ai nt .

Subsequent |y, according to the Conpl aint,

HUD i nvestigators obtained records for the Bais Yaakov account at
Chase Manhattan Bank into which the grant noney had been
deposited. Those records reflected that all of the noney
received fromHUD i n Decenber 1999 had been wi thdrawn fromthe
account by early February 2000, a two-nonth period in which

BALKANY wrote nore than 250 checks drawn agai nst the account.



According to the Conplaint, further investigation reveal ed that
only one check, for approximately $6000, was used to pay down
any of the pending nortgages agai nst the Bais Yaakov property,
which at the tinme of the grant totaled nore than $1 nillion.

The Conpl aint states that, instead of paying down
t he nortgages as required under the HUD grant, BALKANY i nstead
diverted the funds to an array of individuals and entities who
were not entitled to the earmarked funds. For exanple, BALKANY
di verted $300,000 to an Israeli corporation in which his son-in-
| aw was an of ficer, and another $5,000 to a New York inport
conpany whose president was nmarried to one of BALKANY s
daught er s. According to the Conpl ai nt, BALKANY al so diverted
approximately $80,000 to a variety of other rabbis and Jew sh
school s and organi zations | ocated in Brooklyn.

In addition, it is charged, during the rel evant
time period, BALKANY wrote out 32 checks against the Bais Yaakov
account, totaling approximately $78, 000, all nade payable to
“Rabbi Bal kany” whi ch were subsequently endorsed by BALKANY and
ei ther cashed or deposited into a personal account maintai ned by
BALKANY at anot her bank.

According to the Conplaint, the investigation also
reveal ed use of thousands of dollars in HUD grant funds to pay

for personal itens such as BALKANY's |ife insurance prem uns;



credit card bills (including charges incurred for restaurant
nmeal s, clothing, electronics and gasoline); and for paynent of
BALKANY' s personal federal incone taxes.

According to the Conplaint, in a tape-recorded
conversation with a HUD official nmade in connection wth the
i nvestigation in March 2003, BALKANY stated that the grant
“nmonies went for different buildings and different aspects in the
building, it was all, it was not operation budget it was
basically, um capital, capital inprovenent or capita
acquisition.”

The Conplaint states that in addition to the
$700, 000 grant, Bais Yaakov received other “Econom c Devel opnment
Initiative” grants through HUD for fiscal year (“FY") 1999 ($2
mllion), FY 2001 ($205, 000) and FY 2002 ($500,000), all of which
were awarded to “the Children’s Center of Brooklyn, New YorKk”
for the construction of a facility to house prograns for disabled
preschool children. The Conplaint states that a grant
application for FY 2003, in the anount of $1.5 million, has been
wi t hhel d by HUD based on the pending investigation.

According to the Conplaint, foreclosure actions
have been filed by banks with respect to two of the nortgages
agai nst the Bais Yaakov property.

BALKANY is charged in the Conplaint wth theft of

government property, filing a false claim wre fraud and



obstruction of justice. | f convicted, BALKANY faces a nmaxi mum
penalty of 10 years in prison on the theft count and 5 years in
pri son on each of the counts for false clainms, wire fraud and
obstruction.

BALKANY was presented today before United States
Magi strate Judge GABRI EL GORENSTEI N and rel eased on a $750, 000
per sonal recogni zance bond.

M. COMEY praised the efforts of the United
St at es Departnent of Housing and Urban Devel opment O fice of
| nspector General, the Federal Bureau of Investigation, the
United States Departnent of Justice Ofice of Inspector Cenera
and the United States Postal Inspection Service in the
i nvestigation of this case.

M. COMEY said the investigation is continuing.

Assi stant United States Attorney EVAN T. BARR is in
charge of the prosecution.

The charges contained in the Conplaint are nerely
accusations, and the defendant is presuned innocent unless and
until proven guilty.
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